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An heir you may forget 


Have you ever considered that one of 
your principal heirs ts the State / 


Before any of your possessions can be 
apportioned, the State takes ‘ls portion. 
This often entails the breaking-up of 
estates, and the forced sale, possibly at 
a loss, of the most valuable assets. 





“Useful Information—Estate Duties” 
is a folder which fully explains the 
“Globe’’ Estate Duty Policy, designed 


to safeguard your beneficiaries. 


May we send you a copy? 


The 


Liverpool « London « Globe 
Insurance Co., Ltd. 





To The Liverpool & London & Globe Insurance 


Co., Ltd. 






Please send me a copy of your explanatory folder, LONDON: 
“USEFUL INFORMATION — ESTATE DUTIES.” 





HEAD OFFICE: 





Dale Street, (chief office): 








LIVERPOOL, 2 1, Cornhill, E.C.3. 
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Incorporated by Royal Charter, 1727 


, 


Royal Bank 
of Scotland 


Head Office: St. Andrew Square, Edinburgh 
Principal London Office: 3 Bishopsgate, E.C.2 


253 Branches throughout Scotland 





bon Th ne 
rte 
fot ty 


a — 
Head Office Liverpool 


Every Banking Service 


TRAVEL FINANCE 


Travellers’ Letters of Credit and Travellers 
Cheques issued by the Bank, are available 
for use throughout the World. Travellers’ 
Cheques issued also in Registered Marks 
and Tourist Lire, considerably reduce travel 
and hotel expenses in Germany and Italy. 


MARTINS 
BANK 


LIMITED 
LONDON DISTRICT HEAD OFFICE: 68 LOMBARD ST., E.C.3 


Head Office: WATER STREET, LIVERPOOL 2 


600 Branches 


























Guaranty Trust Company 
of New York 


Capital and Surplus, $260,000,000 


BANK of wide com- 
mercial and international 
experience. 
The Bank maintains offices in 
the principal cities of Europe 
and has three offices in London, 
the first of these being opened 
in 1897. 
The management at any of the offices 
will be glad to explain the Bank's 
facilities in detail. 


32 Lombard St., E.C.3 


50, Pall Mall, 5.W.1 Bush House, W.C.2 


Incorporated with limited liability in the State of New York, U.S.A. 


NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 











ALEXANDERS DISCOUNT C0. | 


LIMITED, 


24 Lombard Street, £.C.3. 


£1,800,000 
1,800,000 
200,000 
800,000 
1,000,000 


Capital Authorised — - 
Capital Subscribed - 
Paid-up Preference Shares 
Paid-up Ordinary Shares 
Reserve Fund - : 


DIRECTORS. 


COLIN FREDERICK CAMPBELL, Chairman. 
GEORGE CLEVERLY ALEXANDER. 
Sirk Austin Epwarp Harris, K.B.E. 
Eric Gore Browne, D.S.O. 
FRANK NEWCOMB. 
ROBERT ALEXANDER 
Mark DINELEY. 
Manager—F. NeEwcoms. 
Sub-Manager—B. F. Crewpson, C.B.E. 
Secretary—P. C. Tone. 


Approved Mercantile Bills discounted. Loans granted 
on negotiable securities. Money received on deposit 
at call and short notices at current market rates, as 
advertised from time to time in the daily papers 
For longer periods on specially agreed terms. 


The Company deals in British Treasury Bills 
of any maturity. 
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Investing in Building Societies 


Financing Britain's Rearmament 


By R. F. 


REARMAMENT may be divided into two phases, the phase 
of moderate activity, in which we are at present, and the 
hase of intense activity into which we may be driven by 
increasing international tension or by war itself. The 
method of finance appropriate to the first phase is borrow- 
ing and a solid basis of borrowing may be retained through- 
out. But, to finance the extra activities of the intense 
phase, increased taxation should be imposed. 

This maxim may strike the casual reader as para- 
doxical. Should not taxation be the normal method of 
finance and borrowing be reserved as the last desperate 
expedient of crisis? Some such doctrine is implicit in old- 
fashioned financial orthodoxy. To cling to it now would 
be to turn a blind eye to all we have learnt from our recent 
experience of depressions and the study of the trade cycle. 

The maxim which I have advanced may be most easily 
demonstrated by reference to the realities which lie 
behind the veil of money. For many years there has been 
much slack in our industrial system ready to be taken up. 
A considerable programme of rearmament can be carried 
out by taking up this slack. The unemployed can be 
brought back to work. 

TAKING Up SLACK 

So long as there are available unemployed resources, the 
provision of military goods and services can be made with- 
out any serious restriction of productive activity in other 
lines. The ordinary consumer need not tighten his belt. 
The arms will constitute an extra not a substitute product, 
the possibility of the extra being due to the employment 
of hitherto unemployed resources. In this phase the 
imposition of extra tax burdens is both unnecessary and 
harmful. By depriving the consumer of purchasing power 
and reducing his private demand, it would release produc- 
tive resources which are not yet wanted elsewhere ; it 
would condemn some section of our people to remain in 
unemployment. So long as the consumption of ordinary 
people can be maintained it should be maintained, for it 
keeps up their own health and moral as well as providing 
employment which is also healthy. 

But the point may come when the available slack is 
taken up, when any further intensification of rearmament 
effort can only be achieved by reducing production in other 
lines. Then consumers must draw in their belts. At this 
point increased taxation is desirable. For the only alterna- 
tive to it is inflation. 

DANGER OF INFLATION 


When the resources available to produce goods for the 
consumer begin to fall off, it is expedient that his demand 
should be restricted by taxation. Otherwise the general 
excess of demand over supply will bid up prices, and 
instead of his demand being restricted by taxation it will be 
restricted because he will find that his money will not go 
80 far. Prices will rise, surplus profits will occur, and the 
burden of rearmament will be most inequitably distributed. 
In such circumstances it is idle to fulminate against profiteer- 
ing, for the excess profits are the direct result of insufficient 
taxation or, what is the same thing, excessive borrowing. 
_It is not necessary to expatiate upon the evils and 
injustices of inflation of this sort. The excess borrowing 
of itself produces these evils ; but the matter may be made 
worse if wage- and salary-earners succeed in obtaining 
increases to meet the rising cost of living. We then have 
the spectacle of a progressive rise in prices, with wages 
following prices but never catching up. Such a develop- 


HARROD 


ment may be called pernicious inflation and its consequences 
on the continent of Europe in the post-War period are 
well known. 

It is quite a mistake to suppose that these phenomena 
have any special relation to the printing press ; they are 
the inevitable consequence of increasing borrowing, when 
there is no more slack to be taken up. It must not be 
inferred that, when full employment is reached, all borrow- 
ing should cease. The pre-existent rate of borrowing may 
be maintained, but it must not be increased. 

In one way we have been lucky in the last year, in that 
the decision to increase arms expenditure met a depression 
phase of the trade cycle. If private enterprise had been 
more active, the extent to which the government might 
borrow without producing inflatioa would have been more 
circumscribed. and it may again become so. 

It may well be held that in the very short period, that 
is for the duration of the immediate prospective arms pro- 
gramme—and, of course, of a war, if it occurred—some 
restraint should be placed on the demand of private enter- 
prise for capital if and when an increase of taxation becomes 
necessary. When the point is reached at which a serious 
increase in tax burdens is the only alternative to inflation 
and consumers have to pull in their belts, it seems right 
that resources should not be employed in capital expansions, 
other than those required for war-like purposes. If this 
view is accepted, the increase in taxation should be 
accompanied by an embargo on new private issues and on 
plant extensions, other than those of national urgency. 

If the situation deteriorates, the increase in taxes required 
may be extremely heavy, and in addition to raising the rates 
of existing taxes, it may be expedient to seek out new ways 
of obtaining money, such as a sales tax. 


SHORT-TERM BORROWING 

So long as borrowing is kept within the prescribed limits 
there need be no fear of inflation. Subject to this maxim, 
therefore, it is desirable that the Government should borrow 
in the cheapest way. A substantial increase in the national 
cash basis is long overdue, and the Government should look 
in the first instance to increasing its borrowing from the 
banks at short term. It might well adopt the rule never 
to borrow at more than 3 per cent. and, if it cannot borrow 
at long term at this rate, to increase its borrowing at short 
term. Whea international tension is relieved—with or with- 
out the intervention of a war—it may be expedient to write 
down internal capital claims by a capital levy. Such a levy 
can only usefully be employed to redeem debt. In the 
absence of a debt redemption scheme, it cannot be made 
a source of funds, since the sole source available for a 
government to tap for expenditure purposes is the current 
income, that is the current expenditure and savings, of the 
community. 

The only meaning that can be attached to the expression 
“conscription of wealth” is high taxation together with a 
capital levy if and when a scheme for debt redemption is 
executed. The sentiment that, if men are to be conscribed, 
money should be conscribed also is a right and proper one. 
And this is a further reason for rigidly eschewing inflation, 
since by inflation one section of the wealthy classes escape 
their fair share of the burden. But there should be no 


hurry to conscribe money (i.e. increase taxation heavily), 
since to do so prematurely would entail an increase of un- 
employment and would thereby reduce the health and power 
of the nation. 
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MIE RCANTI LE 
BANK of INDIA 


LIMITED 


HEAD OFFICE: 
15 GRACECHURCH ST., LONDON, E.C.3 


£3,000,000 
£1,050,000 


Authorised Capital 
Paid-up Capital 
Reserve Fund and 
Undivided Profits £1,252,770 
Branches and Agencies in: 

INDIA, CEYLON, BURMA, SIAM, MALAYA, 
CHINA, and PORT LOUIS, MAURITIUS 
and 
CORRESPONDENTS THROUGHOUT THE WORLD 


EVERY DESCRIPTION OF BANKING 
BUSINESS TRANSACTED 


Trusteeships and Executorships accepted 
J. B. CRICHTON, Chief Manager. 








Hongkong ol Shanghai 
Banking Corporation 


(Incorporated in the Colony of Hongkong. The liability of 


members is limited to the extent and in manner prescribed 
by Ordinance No. 6 of 1929 of the Colony.) 


AUTHORISE. D CAP IT. AL iets one — $50,000,000 
ISSUED AND FULLY PAID UP ... .-. $20,009,000 
RESERVE ! STERLING ia fe ... £6,500,000 

FUNDS | HONGKONG CURRENCY ... $10,000,000 
RESERVE LIABILITY OF PROPRIETORS $20,000,000 


Head Office - HONGKONG 


BOARD OF DIRECTORS 
Hlon. Mr 4. L. SHIELDS, Chairn 
Ww H. LOCK Deputy-Chairt 
J. K. BOUSFIELD. i. MISKIN. 
A. H. COMPTON 
Hon. Mr. S. H. DODWELL. . 
D. F. LANDALE, I VILKINSON 
CHIEF MANAGER SIR VANDI LEUR M. GRAYBURN, 


BRANCHES : 
Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, 
Colombo, Dairen (Dainy), Foochow, Haiphong, Hamburg, 
Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe, 
Kowloon, Kuala Lumpur, London, Lyons, Malacca, Manila, 
Moukden, Muar, New York, Peiping (Peking), Penang, 
Rangoon, Saigon, San Francisco, Shanghai, Singapore, 
Sourabaya, Sungei Patani, Swatow, Tientsin, Tokyo, Tsingtao, 


Yloilo, Yokohama. 


COMMITTEE IN LONDON 
Lord Ashburton. C. A. Campbell 
A. H. Barlow. w. W H. Hill- Wood 
D. G. M. Bernard. Sir George Macdonogh, 
G.B.E. KCB. K.C.M.G 
MANAGERS IN LONDON 
oO. J. Barnes. } I. Davies. 
Sub-Manager: G. M. Dalgety. Accountant: A. M. Knight 


9, GRACECHURCH STREET, LONDON, E.C3 






































The 
NATIONAL BANK. 
SF NEW ZEALAND 


Established 1872. Limited 


DIRECTORS: 

The Rt. Hon. Lord BALFOUR OF BURLEIGH (Chairman). 
The Rt. Hon. Viscount HAMPDEN, G.C.V.O., K.C.B., C.M.G. 
Sir AUSTIN E. HARRIS, K.B.E 
SYDNEY PARKES, Esq. 
RICHARD DURANT TROTTER, Esq 
ARTHUR WILLIS, Esa 

Advisory Director in New Zealand : 


Sir James Grose. 


HEAD OFFICE: 8, MOORGATE, LONDON, E.C.2. 
Manager ; A. O. Norwood. 
Secretary: J. H. Lawrie. 


CHIEF OFFICE IN NEW ZEALAND: WE 
General Manager: P. R. M. Hanna 
Assistant General Manager: G. G. Littlejohn. 
£6,000 ,000 
£2,000 ,000 
Reserve Fund ; £1,000,000 
Currency Reserve re ' ; £500,000 


Subscribed Capital 
Paid-up Capital 


The Bank conducts every description of bank- 
ing business connected with New Zealand. 























There are iain in appointing 
the Bank as Executor or Trustee. 


B 
The utmost secrecy is assured. 


NATIONAL 
PROVINCIAL 
BANK 


LIMITED 
. 
A descriptive booklet may be obtained 
from the Manager of the nearest Branch or 


TRUSTEE DEPARTMENT, 1 PRINCES STREET, 
LONDON, E.C.2. 
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The Banking Half-Year 
Further Fall in Deposits Total 


Nosopy expected that any of the “ Big Five ” banks would 
find any cause to alter their interim dividend rates, and, in 
fact, no changes have been made. On the other hand, 
Martins Bank, with its large interests in Northern industry, 
js fulfilling expectations in raising its interim from 7 to 7 
per cent., the rate to which last year’s final was increased. 
Thus, the annual dividend rate of this bank may now be 
regarded as on a I§ per cent. basis. Advances have risen 
sharply from {42,665,168 to {46,462,084 over the twelve- 
months’ period to June 30th, 1939, and unlike most of the 
London banks, Martins has actually weathered the political 
storm with its deposits total unimpaired. Deposits have 
risen by roughly £1,000,000 to £98,376,473, with the result 
that the ratio of advances to deposits is about 3} per cent. 
higher at 47.2 per cent. 

It is a pity that the banks do not oblige us with half- 
yearly earnings statements, but as things are one is forced 
back on the broad changes in the balance-sheets, plus an 
estimate of costs, as a guide to the trend of profits. If we 
turn to the key items in the banks’ balance-sheets we can 
detect some at least of the major influences which have been 
at work. Movements in the totals of deposits, advances and 
investments are shown in the following tables: 


DEPOSITS 
June 30th, 
1939 


June 30th, 
1938 


4 
428,072,569 
98,376,473 
396,422,231 
468,632,576 
301,246,688 
341,717,335 


4 
436,030,566 
9735235347 
401,652,302 
498,561,524 
323,816,651 
360,205,902 


Barclays... 

Martins ... 

Lloyds 

Midland : 

National Provincial 

Westminster 

2,117;,790,292 2,034,467,872 

ADVANCES 

June, 30th, 
1939 


June 30th, 
1938 


208,572,825 

46,462,084 
165,597,956 
219,976,252 
143,862,690 
136,757,541 


202,668,708 

42,665,167 
165,916,305 
215,696,062 
143,951,087 
133,352,668 


Barclays... 

Martins ... 

Lloyds 

Midland a 
National Provincial 
Westminster 


904,250,027 921,229,348 


INVESTMENTS 


June 30th, 
1939 
£ 


June 30th, 
1938 


10353553649 
30,588,748 
107,051,299 
111,638,789 
753157,906 
104,288,017 


102,440,814 
31,898,109 
106,263,441 
125,515,235 
83,871,033 
112,284,210 


Barclays... 

Martins ... 

Lloyds ... 
Midland oe see 
National Provincial 
Westminster 


§62,272,842 § 32,080,408 

Although the figures of the “ Big Six” banks do not all 
conform to any rigid pattern—Martins, for example, has 
avoided the contraction of deposits—the broad trend is 
clear enough. Deposits, as a whole, have contracted, the 
fall of over £81,000,000 reflecting the heavy efflux of foreign 
balances from the London money market during a year 
which has witnessed successive political crises. Parallel 
with the fall in deposits advances have expanded by 
£17,000,000, while the banks have cut down their invest- 
ment portfolios by over £30,000,000. 

How far such a contraction of investments, which must 
have been an important influence on gilt-edged prices, has 
been necessary to pave the way for the expansion of advances 
is an open question, but it seems doubtful whether the banks’ 
investment policy can be wholly explained on these lines. 
For one thing, since the advances total began to pick up 
from the low point reached last November, the rise in 
advances has been exceeded by about £13,000,000 by the 
fail in investments. I incline, therefore, to the view that 


the banks have been prompted to cut down their gilt-edged 
portfolios, partly because they have been prepared for a 
gradual rise in interest rates, and partly on account of the 
Government’s Defence borrowing programme. Both these 
considerations must have influenced the banks to reduce 
their portfolios from the abnormal totals at which they have 
latterly stood. 

It remains true, however, that banking policy has been 
affected in the past twelve months not only by the fall in 
deposits but by a fairly severe contraction in liquid assets. 
As the Exchange Equalisation Account has lost gold Treasury 
Bills have had to be transferred to it, and there is no 
evidence that the effects of these transfers have been wholly 
neutralised by central bank action. At the end of June the 
“ Big Six’s”’ cash reserves were over {£ 30,000,000 less than 
at June 30th, 1938, and there were substantial falls in the 
other “ quick assets,” notably call money and short loans 
and discounts. At just over 10 per cent. the banks’ cash 
ratio is again approaching the traditional minimum. 

What are the implications of these trends for bank share- 
holders? They appear to be rather mixed, with the balance 
tipped slightly in favour of a higher level of profits. Earn- 
ings from advances, the most remunerative of the banks’ 
assets, must have been higher than in the second half of 
1938, though probably not materially different from those 
of the first half of last year. One imagines, however, that 
industrial recovery will be reflected in a further rise in 
advances during the current six months. Against this 
favourable factor must be set the probability of lower net 
earnings on bill portfolios, unless the volume of Treasury 
Bills is expanded very considerably between now and the 
end of the year and, of course, a smaller income from invest- 
ments. On the other hand, provision for bad debts should 
again be quite modest, and it is fair to assume that the earn- 
ings of banks operating in the industrial areas will reflect the 
full benefits of trade recovery. Expenses, it is true, have 
risen, as heavy expenditure has been incurred for A.R.P., 
but it will be surprising if profits for 1939 do not covet 
existing dividend rates with a comfortable margin to spare. 

Custos. 








THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


(Incorporated with Limited Liability under the Laws of the U.S.A.) 


HEAD OFFICE: 
PINE STREET CORNER OF NASSAU, NEW YORK 


USINESS men engaged in import or export 
The Chase National 


an organisation with highly developed 


trade will find in 
Bank 
international banking facilities which include 
long-established offices on three continents and 
a network of correspondents throughout the 
world. The Bank’s foreign exchange facilities 
are supplemented by up-to-date and carefully 


compiled trade and credit information. 


THE CHASE BANKING ORGANISATION HAS OFFICES IN 
PARIS, HAVANA, SAN jJUAN-PORTO RICO, PANAMA, COLON, 
CRISTOBAL BALBOA, HONGKONG, SHANGHAI and TIENTSIN 


AND SPECIAL REPRESENTATIVES IN 
BERLIN, ROME and MEXICO CITY 


CORRESPONDENTS THROUGHOUT THE WORLD 


Main London Branch: 


6 LOMBARD STREET, E.C.3 
Bush House Branch: West End Branch: 
ALDWYCH,W.C.2 51 BERKELEY SQUARE,W. | 
The Chase National Executors & Trustees Corporation, Ltd. 
6 Lombard Street, E.C.3 
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LLOYDS 
BANK 


LIMITED 





For every class 


of 


Banking Business 





TRAVELLERS CHEQUES 
LETTERS OF 
any Branch. 


and WORLD 
CREDIT are 
These 


issued at 
documents will be 
found a safe and convenient method of 
obtaining money as required when 


travelling. 





Head Office : 
71 LOMBARD ST., LONDON, E.C.3 














































































BARCLAYS BANK 
(DOMINION, COLONIAL 
AND OVERSEAS) 


THE UNION OF SOUTH AFRICA 
KENYA TANGANYIKA UGANDA 
NYASALAND 
NORTHERN & SOUTHERN RHODESIA 
PORTUGUESE EAST AFRICA 
SOUTH-WEST AFRICA 
BRITISH WEST AFRICA 
GIBRALTAR MALTA CYPRUS 
EGYPT SUDAN PALESTINE 
MAURITIUS 
BRITISH WEST INDIES 
BRITISH GUIANA 
LONDON LIVERPOOL MANCHESTER 
HAMBURG NEW YORK 
NEW YORK WORLD’S FAIR AGENCY: 
BRITISH PAVILION 


HEAD OFFICE : 
54 LOMBARD STREET, LONDON, E.C.3 


BARCLAYS BANK (CANADA) 


Montreal and Toronto 
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THE BANK OF 
| AUSTRALASIA 


(Incorporated by Royal Charte 


Head Office : 
4 THREADNEEDLE ST., LONDON, E.C.2. | 


. West End Branch: 
17 NORTHUMBERLAND AVENUE, W.C.2. 


Paid-up Capital £4,500,000 
Reserve Fund 2,475,000 
Currency Reserve ‘ sa 2,000,000 
Reserve Liability of Proprietors 

under the Charter 4,500,000 





£13,475,000 


Directors : 


Db. F. ANDERSON, Es@ FREDERICK VY. C. LIVING 

Hon. GEOFFREY (¢ GIBBS STONE-LEARMONTH 

J. F. G. GILLIAT, Esq - ; Lr Mepmys 

Ty) | > eiGitt iit ‘ 0 

EDMUND GODWARD, Esq MDL rON. KP Pi 

KENNETH GOSCHEN, Eso HORACE. PI 

CHARLES GIPPS SIR JOHN SANDERDON 
HAMILTON, Eso K BI 

ARTHUR WILITWORTH, Ese 


Numerous Branches throughout the States of VICTORIA, NEW 

SOUTH WALES QUEENSLAND, SOUTH AUSTRALIA 

WESTERN AUSTRALIA, TASMANIA and the Dominion of 
NEW ZEALAND 


Letters of Credit and Bills of Exchang eee nen Bills Negotiated 

or Sent for Col le ‘tion Telegraphic “Tra nsfers made. Banking 

Business of every description transac ted with Australia and 
New Zealand 


! in Londo at i st for fixed periods ¢ 
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BANK o- LONDON 
& 
SOUTH AMERICA 


LIMITED 


Affords a complete international 
banking service through 
its branches 
in 
ARGENTINA, URUGUAY 
PARAGUAY, CHILE, COLOMBIA 
ECUADOR, GUATEMALA 
NICARAGUA, PERU, SALVADOR 
VENEZUELA, BRAZIL, SPAIN 
PORTUGAL, FRANCE 


Head Office: 
6, 7 and 8, TOKENHOUSE YARD 
LONDON, E.C.2 


Agencies in: 
New York, Bradford, Manchester 
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The Recovery in the Iron and 
Steel Trade 


In the “ quasi war economy ” which has grown up in this 
country in the past twelve months fate seems for once to 
have dealt a stronger hand to industry than to finance. On 
the whole, things have become easier for the men who make 
things ; those who have skilled labour to sell sell it on a 
widening and a rising market; those who control the 
factorics can rely upon a volume of Government orders un- 
precedented in times of peace. Those, on the other hand, 
who live by financing the operations of the industrialists 
have found their burdens and responsibilities increased. 
They have to reckon with higher taxation, political fears 
and falling capital values. 

Thus the authorities are agreed that industrial activity 
has reached a level which in normal times would coincide 
with a minor Stock Exchange boom. They are agreed that 
this level of activity springs largely from the rapidly-increas- 
ing volume of Government expenditure. It is, as it were, 
the obverse of the political fears and heavy taxation which 
have brought stagnation to security markets. 

There is no general agreement whether the industrial 
recovery of 1939 is greater or less than might have been 
expected from the amount of Government spending which 
has taken place. Some authorities feel that this expenditure 
has not yet produced all the effects that could have been 
expected. But it seems clear that the broadening of indus- 
trial activity started with the iron and steel industries, and 
that much as they owe to armament and civil defence orders 
there was at any rate up to the end of May also a broaden- 
ing in the normal commercial demand. There is some 
evidence that in the last six or seven weeks the improve- 
ment in non-armament demand has been less marked. 

Recorp Output LEVEL 

The iron and steel industries started their recovery at the 
turn of the year when a cut in prices combined with an 
increase in Government business and a normal seasonal 
rally to provide a strong stimulus to recovery. Recovery 
has been rapid and complete. In the first six months of 
1939, indeed in the first five months, the whole of the ground 
lost in the industrial recession of 1938 was regained. In 
May steel production reached a record level; in June it 
would have passed the May figure had there not been one 
day less in the month. The recession which lasted from 
March to December, 1938, was sharp. It reduced the 
monthly figures of steel production from over 1,100,000 
tons to little more than 650,000. In May, 1939, with 
deliveries of air raid shelters proceeding at full pressure, the 
figures were Over 1,200,000 tons. 

The following table shows the dimensions of the 1938 
recession and of the 1939 rally: 


IRON AND STEEL PRODUCTION IN 1938 AND 1939 


1938. 1939. 
Pig Iron. Steel. Pig Iron. Steel. 
Tons. Tons. Tons. Tons. 
January 761,100 1,081,400 500,500 811,700 
February 693,300 1,057,600 § 16,000 971,100 
March 714,600 1,115,800 603,600 1,170,900 
April 661,000 938,600 608,900 1,058,200 
May 633,900 957,000 692,100 1,218,100 
June §41,500 776,100 715,700 1,175,600 
July 507,800 683,200 
August 443,000 658,900 
September .. 429,800 754,700 
October . 469,400 854,800 
November... 461,500 ... 860,000 
December 445,800 . 655,700 


Though the movements in iron and steel activity are not 
quantitatively typical, their direction is an invaluable guide 
to the industrial community as a whole because steel 
occupies a very special position as the basis of our indus- 
trial structure, supplying the needs of very many other in- 
dustries both of war and of peace and sharing its fortunes 
with them. It is concerned largely, but not whoily, with 
capital goods’ industries, whose activities lead to further 
industrial production, but it also provides commodities only 
afew stages removed from the ultimate consumer, for 
example, steel sheets for the Anderson shelters and black 
plates for the tin-plate manufacturers. 


PrIcE PoLicy 

Over the last five years the steel industry has not only 
been rapidly growing, but more fully planned and con- 
trolled than other British industries. The planning em- 
braces policy on prices. Prices are in general based upon 
the cost which steei makers themselves have to meet, though 
they do not invariably claim the full benefit of a rise in 
their own material costs, and they do from time to time 
make reductions to stimulate new demand. This control 
prevented a full exploitation of the boom situation of 1937, 
just as it prevented the price-cutting which would normally 
have occurred during the recession last year, and it is now 
generally admitted that the control has on balance bee 
advantageous to the industry in flattening out last year’s 
recession. The price-reduction introduced at the beginning 
of this year was not considered to be called for from the 
strictly accounting basis, but it proved an excellent move. 
Subsequently the present level of prices has been continued 
unul October. 

In each of the years 1935, 1936 and 1937 the production 
of steel ingots and castings established a new high record. 
In 1937 it all but reached 13 million tons, and there can be 
no doubt that, making allowance for necessary repair stop- 
pages, the industry was then working at full stretch. During 
the whole of that period the physical reconstruction of the 
industry has been proceeding rapidly, and important new 
additions to capacity have been brought into effect. The 
new Richard Thomas works at Ebbw Vale, the new Stewarts 
and Lloyds plant at Corby, the important extensions to 
United Steel Companies Appleby Frodingham unit, the last- 
named still being added to, together with numerous other 
improvements and extensions, have greatly increased the 
potential output. This increase has been partly offset by 
the agreements granting paid holidays in the industry, since 
it is anticipated that the rate of production will decline in 
the holiday period even where arrangements have been 
made to stagger holidays. It is, however, believed that the 
present capacity of the industry has been raised to a rate 
of about 14,500,000 tons per annum. Theoretical capacity 
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is, of course, much higher. The figure makes allowance for 
reasonable stoppages for repairs, and is to be considered as 
a rate which could be achieved in practice, though not main- 
tained indefinitely. 
INCREASED CAPACITY 

The important difference between the steel boom of 1937 
and that of 1939 is therefore that the industry now has a 
margin of capacity in hand for further expansion. It is 
not expected that that margin will be required in the imme- 
diate future. Holidays, the normal seasenal fluctuations 
and necessary repair work should mean lower production 
for July and August. Although the major schemes for the 
growth of the industry have been completed, there still 
remain a few additions to capacity to be brought into effect 
and there seems to be no doubt that the industry is being 
adequately equipped for any demands which are likely to 
be made upon it 

Is it also adequately equipped to face any shrinkage in 
demand that it is likely to experience through a slackening 
of rearmament or a trade depression? Complete isolation 
from such things can never be achieved, but the reinforced 
organisation of the industry through its sectional associations 
and the British Iron and Steel Federation give the industry 
the means of working out its own protection and efforts are 
now being made to devise schemes of tiding over slack 
periods. J. D. Marvin. 


Life Assurance in Troubled 
Times—Safety for Savings 


How will the holders of life policies be affected by the 
present crisis in international affairs, through the reactions 
of that crisis on business, on the financial markets, and on 
the insurance companies themselves? This is a question 
which is exercising many minds today. Some people have 
already answered it, as is evident from the fine figures of 
the amount of new policies effected with the great life 
assurance companies over a period in which Stock Exchange 
investment business has been reduced to a very low level, 
lower in fact than many of the most experienced members 
of the Stock Exchange can recollect. 

Yet even life assurance has not been entirely immune 
from the effects of the crisis, for after making new high 
records year by year the aggregate amount of new life 
assurance policies effected last year with first class British 
Life offices showed a moderate decline. It was not, there- 
fore, a case of the diversion of a greater amount of savings 
from the Stock Exchange to the channel of life assurance, 
but merely that life assurance was affected in less degree 
than Stock Exchange businesss. Were the merits of life 
assurance as a means of saving fully appreciated, it is safe 
to say that the conditions under which we have been living 
in the past two years or so would have been reflected in a 
still larger flow of savings to life assurance and not in any 
reduction. 





Wuy Britons ARE UNDER-INSURED 

Taken as a whole, and over the community at large, 
there is no room for doubt that the amount of life assurance 
carried by the average person in this country 1s woefully 
inadequate. Its merits are appreciated by some, but not 
by nearly enough people, a result in the main, of lack of 
sufficient knowledge on the part of the ordinary man of 
what life assurance can do in the way of providing safety 
for savings, provision for later years, and, at the same time, 
protection for dependants unobtainable by any other means. 

For this lack of knowledge the life offices themselves can- 
not be held entirely blameless. They are content on the 
whole to wait for the uninsured population to come to them 
or to their agents, instead of making the benefits of life 
assurance more widely known by means of direct appeal to 
the public. The present provides a wonderful opportunity 
for widening this knowledge, for as the new business figures 
for last year plainly indicate, the public is much more dis- 
posed to turn to life assurance than to the Stock Exchange 
as a channel for the investment of its savings. 
_ Most people who have trusted to the investment markets 
find that their securities have depreciated in capital value, 
and if they have been in the least degree adventurous in 


their investment policy the interest income may have ceased 
or at least have become of doubtful continuance. Yet life 
assurance can offer a return well in excess of what can be 
secured from those investments where the income is safe 
beyond all question, in combination with a far greater 
degree of security for capital value. 

Were Lire INSURANCE BONUSES COME FROM 

In a previous article (The Spectator Banking and Insurance 
Supplement, March 2:d, 1939) I have shown that, thanks 
to the income tax rebate allowed in respect of life-assurance 
premiums, and the freedom from tax of the benefits, a 
simple with-profits endowment-assurance policy can be 
expected to give the policy-holder the equivalent of an 
investment of his savings at 5} per cent. compound interest, 
even allowing for some reduction in the rates of bonus 
which may be declared by life offices in the future. 

Even under the non-profit contracts, where the amount 
to be paid on the maturity of the policy is a guaranteed 
sum, the return on the money invested by the policy-holder 
comes to nearly 3 per cent. per annum compound interest. 

What chance, the prospective policy-holder will inquire, 
is there that something may occur to upset such an attrac- 
tive prospect? First, it must be granted at once that the 
bonuses on with-profit policies come out of the profits 
made by the office. These are derived from three main 
sources, first, the extra premium charged for such policies 
over and above the rates for non-profit policies which have 
no right of participation in profits, second, favourable 
mortality, that is, fewer deaths among policy-holders than 
the office has reckoned upon, and third, the earning of a 
higher rate of interest from the invested funds than has 
been assumed in calculating the premium rates and deter- 
mining at each valuation how much should be in hand by 
way of reserves to cover the prospective liability represented 
by the policies on the books. 

All these factors are important, but not all of them are 
variable. 
sum required mathematically to meet the risk is 


A.M.P. 


THE LARGEST BRITISH 
MUTUAL LIFE OFFICE 


ASSETS exceed £1 17,000,000 


deter- 








Have you considered investing in 
an ENDOWMENT ASSURANCE 
as an absolutely SAFE SECURITY? 


It is payable Tax-free on maturity 


The “A.M.P.” will be pleased to send 
you an illustration of a Policy appropriate 
to your own age, based on an actual result 


BONUSES ALLOTTED ANNUALLY 


AUSTRALIAN MUTUAL 
PROVIDENT SOCIETY 


Established |849 in Australia 


London Office: 73-76 King William Street, E.C.4 

































THE SPECTATOR SUPPLEMENT. JULY 21. tay 

















MORE 


GILT-EDGED 


THAN , 


GILT-EDGED 


It has been said that 
an Investment in the 
Halifax Building Society 
is more Gilt-edged than 
“Gilt-edged”’ 


FIGURES OF STRENGTH 


ASSETS EXCEED £128,000,000 

LIQUID FUNDS £20,000,000 

RESERVES OVER £5,000,000 
WRITE FOR A COPY 


OF THE LATEST 
| INVESTING BOOKLET 


LARGEST IN 


THE WORLD 





| HALIFAX BUILDING SOCIETY 


General Managers 
DAVID W. SMITH, F.C.1.S F. E. WARBRECK HOWELL, LL.D. 


HEAD OFFICES - HALIFAX 








London District Oftice 
HALIFAX HOUSE, 51-55 STRAND, W.C.2 
City Office—62 Moorgate E.C.2 








Over 400 Branches 

















i, 











=> 


ce 


\BQuity LAW 


#. LIFE ASSURANCE SOCIETY y 
Established 1844 i 





Death Duty Policies at low rates 


Endowment Assurance 


Family Provision Scheme | 


PREMIUMS BY MONTHLY | 
INSTALMENTS : 


Payment by Bankers’ Order. | 


Minimum Instalment £1 


ALL CLASSES OF LIFE ASSURANCE TRANSACTED 
FUNDS EXCEED - £30,000,000 





Head Office: 


20, Lincoln’s Inn Fields, London, W.C.2 


























Safeguard the future 
by an “Endowment” 
policy 


APPROPRIATE ‘‘ REFUGE ’’ CONTRACT 

Endowment Assurance with profits; 
sum assured, PLUS BONUSES, paid at 
end of term, or on previous death. 


SPECIMEN RATES 








ie Term Sum Annual 

ee (years) | Assured Premium 
30° 30 £1,000 £33:6:8 

10 20 £1.000 £53 :3:4 


FEATURES OF CONTRACT 

Combines the advantages of Life Assur- 
ance and SAVING FOR RETIREMENT. 
Having regard to the life cover pro- 
vided, the yield compares favourably 
with investment. 


REFUGE 


ASSURANCE COMPANY LIMITED 
Chief Office: 
OXFORD STREET, MANCHESTER, 1 

















| 








mine 


1s St 
time 
pani 
stam 
prof 
cove 
are | 
yisi0 
the 

be < 
mor! 
a lor 
cess! 
mor! 
imp¢ 
uph 
soldi 
of if 
of al 
will 
sailo 


of | 








, 











i” i 





ANKING AND INSURANCE 
SUPPLEMENT, JULY 21, 1939 


THE 


SPECTATOR 


I2I 





——— EE 


mined in advance. The rate of interest earned on the funds 
js subject to the fluctuations of the market from time to 
time, and to the rate of income tax, for life assurance com- 
anies are taxed on their gross interest income, notwith- 
standing the fact that the larger part of that income is not 
profit by any means, but is a necessary contribution to the 
covering of the liability under the policy. ‘The companies 
are given a rebate in respect of expenses, however, a pro- 
yision which does not work too equitably, since it gives 
the greater relative advantage to the office which may not 
be so economically managed as another. Then there is 
and while this factor may vary, it has varied over 


mortality 
Each such suc 


a long period in favour of the companies. 
cessive investigation has shown an improvement in 
mortality, and even the casualties of the Great War 
imposed no undue strain, although British offices worthily 
upheld their traditions and honoured every contract on a 
soldier’s life. Incidentally this is a further point in favour 
of insurance today, when policies may stil' be obtained free 
of all restriction on residence or occupation, and some offices 
will even grant policies on the lives of serving soldiers and 
sailors without extra charge, though, of course, in the event 
of hostilities, restrictions would be imposed as regards 
persons then desirous of taking out policies. 


PARTICIPATING IN WELL-INVESTED FUNDS 

The rate of interest is perhaps the factor which is most 
likely to affect bonus rates, apart from any untoward 
happening such as war, the effects of which today are 
incalculable. Interest rates, until lately, have been falling, 
while income tax has risen. Even so the leading life offices 
are sti!l earning nearly 4 per cent. net, after meeting income 
tax and N.D.C., and this is equivalent to a gross tate of 
approximately 5! per cent. Interest rates are now inclined to 
rise again and, in any case, the effect of the fall has been 
very much minimised in the case of old offices with large 
invested funds. The fall has, of course, affected only the 
amount of new money coming to hand to be invested each 
year. Funds previously invested in sound stocks have still 
yielded high rates on book cost. 

By effecting a policy with such a company, therefore, the 
policy-holder obtains in effect a participation in a fund 
already invested and yielding a rate well above that cur- 
rently obtainable on first-class security. Many leading life 
offices’ investment funds are still worth £1,000,0c0 or more, 
over and above the figures at which they stand on their 
books, for which excess they take no credit. Such reserves 
are a safeguard against interference with bonuses through 
depreciation of security values. This latter is a point 
which has greater weight than should attach to it. For 
though it is the income from a life-office fund which really 
determines whether it will have a large or a small surplus 
on its operations, it must, at its periodical valuations, set 
the present value of the liability under its policies against 
the value of the funds actually in hand. So long as its 
business is not declining, forcing the invested funds to be 
realised to meet policies as they fall due, the investments 
need never be disturbed, and it is in fact anomalous that 
fluctuations in the market value of the securities should 
exercise so great an influence upon surpluses available for 
bonuses. A simple example will make this clear. An office 
may have on its books a 3 per cent. Government stock, 
quoted in the market, which perhaps falls 10 per cent. in 
value in a bad year. It may also have a 3 per cent. loan 
to a first-class borrower, in mortgage form, unquoted in any 
market. In the latter case, knowing the borrower to be 
thoroughly sound, it will leave the value unaltered, yet the 
Government stock, even if repayable at par at some future 
date, in the same way as a mortgage, must of necessity be 
written down to market value. 

A Case For “ GUARANTEED” BONUSES 

With the fall in security values which has occurred lately, 
it is natural, therefore, that there should be a little uncer- 
tainty as regards maintenance of bonus rates. But British 
life offices have come through many crises in the past, with 
nO impairment of strength over a period, and there is no 
reason to fear that they will not do so in the future. 

All the same, it is the bonuses on with-profits ‘policies, 
though not guaranteed in any way, that make a with- 
Prohts policy so attractive an investment because of its 


gradually increasing character, even allowing for any likely 
reduction in the bonus. This suggests that there is room 
for a similar type of policy, really a non-profit policy, 
with guaranteed annual additions. Such “ guaran- 
teed bonus” policies were offered at one time, and 
just one or two offices still quote for them, but they have 
been overshadowed by the exceptionally fine bonus results 
under ordinary policies of late years. Now, it would seem, 
there is a strong probability that they would prove very 
popular as offering a very fine investment of guaranteed 
character. They are in reality “increasing assurances ” 
from the point of view of the office issuing them, and 
offices should be very willing to quote for them because they 
carry higher premiums in relation to the risk than does 
the ordinary non-profit policy. I believe that policies on 
these lines, especially if combined with the now popular 
“family income ” system of payment of the benefit over a 
period, instead of in a lump sum, would attract a large 
volume of business. ACTUARIUS. 


Annuities for Widows 


DesPITE the increase in the prices of annuities in recent years 
and the drop in security values in the past two years, making 
the exchange of investments for annuities slightly less attrac 
tive, the figures of those offices which have been bold enough 
to cater for annuity business show that many people are 
sull willing to purchase certainty of income on a higher scale 
in place of investments of fluctuating values. Last year the 
Equity and Law Life Assurance Society, Legal and General 
Assurance and Friends’ Provident all took more than 
{1,000,000 in payment for immediate annuities. 

Those who sold investments when prices were high and 
bought annuities with the money have every reason to be 
satisfied with their bargain. They have avoided depreciation 
of capital and made sure of a larger income for themselves 
for the term of their own lives, or, if they have bought joint- 
life annuities on the lives of themselves and their wives, they 
have ensured the maintenance of that income to their widows, 
should their wives survive them. 

Under special plans, annuities may be effected on the basis 
that the payments will continue for a fixed term, or for such 
a period as will represent the return of the whole of the pur- 
chase money, so that there is no risk of loss of a large part 
of the purchase price in the event of early death. 

FILLING A GAP IN PENSIONS. 

There is one form of annuity that doubtless would be in 
larger demand were its merits better known. This is the 
deferred annuity, purchasable by annual premiums and pay- 
able for the remainder of the life of an individual should 
another individual die first. That is to say, a man who can 
look forward on retirement to an adequate pension may safe- 
guard his wife, should he die either before or after he has 
entered upon his own pension. 

There are many employments, such as civil servants, 
schoolmasters and company officials in which salary-earners 
are protected as regards their own superannuation, but their 
wives are unprotected. Should the salary-earner or pen- 
sioner die, his widow may have nothing at all. It is not an 
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expensive matter to pay an annual premium to provide for 
annuity to the widow payable only if the husband should 
die, and as the husband, thanks to his pension rights, has 
less need of insurance than some other people, since his 
superannuation is already provided, he is well able to pay 
the moderate annua! premium required to cover the gap 
between his own pension and the possibility that he may 
leave a widow who will not otherwise be provided for. 

ACTUARIUS. 


. o . * . . 
Investing in Building Societies 
Tue relatively high and “ tax-free ” rates of interest offered 
by building societies for money deposited with them or 
invested in their shares is prompting many people to inquire 
as to the safety of capital so invested and the prospect of 
continuance of regular interest payments. Formerly only 
investors of very modest means were attracted to building 
societies. Rates of interest offering in other channels were 
almost equally good, and income-tax was not so important. 
The first stimulus to a wider extension of the investment 
appeal of the terms offered by building societies came from 
the high rate of income-tax ; the second arose from the 
inauguration of the “ cheap money policy” in 1932 which 
reduced the yields on high-class securities well below the 

rates offered by the building societies. 

Why, it is asked, can the building societies offer such 
favourable rates if the security is first class? The answer is 
that long-term rates have not fallen so much as have short- 
term rates, and the lending rates of building societies have 
not fallen quite so much as have the rates on high-class 
Stock Exchange securities. 

The building societies have, of course, reduced their lend- 
ing rates and their borrowing rates, the fall in both being 
just over I per cent. in the last ten years, but such reduction 
has still left the interest rates which they offer on deposits 
and loans very attractive in comparison with that on gilt- 


edged stocks. 
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This Trust adds to the usual benefits of a Unit Trust the 
safety secured by reserve fund accumulation. It pays five- 
sixths of the income every half year to the unit holders and 
reinvests one-sixth for their benefit. By this method it gives 
unit holders advantages of compound interest, as the 
growing reserve fund increases the capital value and 
revenue of the Trust. } 


£100 invested in 1912 in the thirty-seven largest dividend- 
paying companies in the different fields of British Industry, 
and managed on the lines of this Trust, would at the end 
of 1937 have been worth upwards of £258. Without 
reserve fund accumulation it would have been worth £211. 


The fund is invested in the ordinary shares of the best 
British industrial companies. 


On the basis of current prices and distributions the 
anticipated yield exceeds {5 8 11 per cent. This 
would mean distributions to unit holders at the 
rate of {4 10 9 per cent. gross per annum, and 
the allocation of the equivalent of 18/2 per cent. to 
reserve. 


Trustees : 
MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 


Units may be bought and sold through any Stockbroker 


or Bank. Current price (July 18) 16/6. A descriptive 
booklet may be obtained from any Stockbroker or Bank, 
he Trustees, or trom the Managers: 





ALLIED INVESTORS FIXED TRUSTS LTD. 
Hartley Withers 


16§ MOOR. ATE, LONDON, E.C.2. 





| 
Chairman : 
(NATional 4931) 
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INVESTMENT RESTRICTIONS RELAXED 

When the boom in gilt-edged stocks on the strength ¢ 
cheap money reached its height the building socicties wep 
offered so much money that they were obliged to limit jy 
acceptance by placing restrictions on the amounts they wou 
take from individual lenders. Now these restrictions hay 
been largely relaxed, for the reason that mortgage busines 
has been maintained in quite surprising fashion, while 
has not been offering quite so freely, owing to the inte. 
national crisis and the general disposition to refraip 
apparently either from investing or spending. 

That the societies are able to offer “ tax-free” rates 
interest is attributable to the fact that they pay tax on they 
profits and do not deduct it from the interest paid out m 
shares and deposits owing to their special arrangement with 
the Inland Revenue authorities. That the rates offered shoul 
be so relatively high results from the fact that they ap 
“ borrowing short and lending long,” which does not sound 
particularly safe, as a matter of theory, but has in practice 
proved thoroughly sound. 

One of the great attractions of investment in building 
societies is the absence of fluctuation in the value of the 
capital, which in the case of a Stock Exchange security js 
dependent upon the market price. A building society de 
positor or shareholder is always entitled to repayment of his 
money in full, after giving the stipulated notice that he wishe 
to withdraw his money. 





















INTEREST RATES May FALL FuRTHER 






Che investor must realise, however, that the rate of interest 
he receives is not guaranteed in perpetuity ; the societies can 
reduce the rates if they find that they are being offered more 
money than they can employ, or they can raise the rates if 
they are not getting enough for their lending operations. All 
the time, of their mortgages are being repaid by 
instalments, and so they only require sufficient money from 
new depositors and shareholders to provide for new lending 
in excess of repayments and to replace any deposits or shares 
that may be withdrawn. 

If building activity slows down, the societies will need less 
money and may be impelled to re-impose restrictions on the 
acceptance of money, or even to lower the rates they pay 
On the other hand, if interest rates on Government stocks 
rise, as the result of the heavy borrowing for rearmament, 
the societies may have to offer higher rates to obtain the 
money they want, and if this competition should go far 
enough, they might have to raise their lending rates t 
borrowers. 








course, 










Arr Rar RISKS AND SECURITY 





The security behind building society deposits and shares 
consists, of course, of the value of the houses plus the per- 
sonal security of the host of borrowers who have made use 
of the facilities offered, and the loans on the houses are only 
made to the extent of 70 per cent. or so of their value, and 
the debt comes down with the payment of each instalment. 

The only unsatisfactory feature of the position of de- 
positors and shareholders in building societies at the moment 
is the absence of facilities for the covering of the risk of ait 
raid destruction. 

This week the Government has at length shown signs of 
retreating from its former position, under which it merely 
held out a hope of some compensation payable on the con- 
clusion of hostilities to the extent that Government funds 
might then permit. Even now, it refuses, in advance, 0 
countenance any scheme which will provide for full com- 
pensation, but has agreed to submit the matter to examina- 
tion in expert hands, and there is a hope that something 
will emerge from this examination which will safeguard the 
position. 

Property, after all, is the foundation of all security. Every 
member of the community is concerned in it in some way, 
and it does not say much for the Government’s faith in its 
defence measures against air raids if it shrinks from the 
responsibility of insuring the property that it has to defend 
against air-raid risks. 

As far as the building societies are concerned, they have 
an insurance of a kind in that their risks are widely spread, 
but, even so, the risk is not one which they should be called 
upon to bear. REAL ESTATI 
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CONFIDENCE | 


Confidence in a person 
or institution is best |} 
founded on established {| 





facts. 





The Pearl Assurance | 
Company Limited has | 
rendered active public 

service for over seventy 
years, transacts business 
on a world-wide scale 
and has paid claims 
exceeding 4 sum 


126.0000 


;: High Holborn, London, W.C.1. 


l} We therefore claim to have good grounds for 

| cn 

(| inviting the confidence of all requiring insurance 

| service 
| 
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PEARL ASSURANCE | 


t COMPANY LIMITED 











Assets exceed 
£107,000,000. 


| 
| President and Chairman— 
| SIR CEORCE TILLEY, F.C.LI. 



































BRITANNIC 


ASSURANCE CO. LTD. 


Some Good Points 


@ Promptness in Settlement of Claims. 
@ Liberal Policy Conditions. 

e Perfect Security Established 1866 
e Assets £32,000,000. 

e Premiums Moderate. 

e Excellent Bonus Record. 

e House Purchase Facilities combined 


with Life Assurance. 


LIFE, FIRE, ACCIDENT, BURCLARY, 

MOTOR, PLATE GLASS, EMPLOYERS’ 

LIABILITY and GENERAL INSURANCES 
transacted. 


Broad Street Corner, BIRMINGHAM, | 





















INTERESTING 


to the discriminating investor is 
the news that restrictions on 
investment in the Abbey Road 
Building Society can now be 
relaxed. The Society’s policy 
of financing only the best type 
of mortgage business has been 
so successful that the following 
wider opportunities are now 


available: 


@ Sums up to £1,000 can be 
invested in share accounts 
where the yield is 35°. net and 
free of liability to Income Tax. 


@ Sums up to £5,000 can be 
invested upon Deposit (at 
three months’ notice) to bear 
the yield of 23°. net. 
@ No investor in the Abbey 
Road Building Society has 
ever lost a penny of his capital 
a £1 at the Abbey Road 
is always worth 20/- plus 
accrued interest. 


ABBEY 
ROAD 


LONDON’S LARGEST 
BUILDING SOCIETY 


Assets - - - £52,000,000 








Reserves - - £2,650,000 
\ | aging Direct r 

ABBEY ROAD BUILDING SOCIETY 

» House, Baker Street, London, N.W.t 
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FINANCE 


Two developments occupy the City’s thought: one is the 
Chancellor of the Exchequer’s revelation of the Govern- 
ment’s Defence borrowing requirements, the other is the 
sudden and spectacular rise on Wall Street. To take the 
borrowing problem first, there is nothing very new in the 
knowledge that the Government must float a fairly large 
loan in the comparatively near future, but the Chancellor’s 
statement has inevitably focused attention on the implica- 
tions of the huge and still increasing total of rearmament 
expenditure. So far, the Government has given no hint 
of the terms of the proposed operations, nor do I think 
it should, but we have been told that prospective Defence 
borrowing for the current financial year will be no less 
than £500,000,000, .and that of this total {150,000,000 
will be found by increasing the floating debt, in other 
words by issuing Treasury Bills. That leaves the formid- 
able balance of £350,000,000 to be met by public loans 
“at the appropriate time.” 

As I have emphasised before, the expansion of the float- 
ing debt should be a simple matter involving no strain on 
the banking system. Over the past twelve months the 
Exchange Equalisation Account has lost some {300,000,000 
of gold, which has meant that something like that amount 
of Treasury Bills has been withdrawn from Lombard Street. 
Not long ago the joint-stock banks were complaining of 
being starved of bills, and although their hunger is now 
being satisfied, there is plenty of room for more bills in their 
portfolios. I feel, therefore, that there should be little diffi- 
culty in injecting an additional {150,000,000 or, if need be, 
£200,000,000 of Treasury Bills in the banking system. The 
real problem set by the limits on the banks’ absorptive 
capacity imposed by their cash ratios will not arise until a 
later stage. It will then become necessary, of course, for 
the Bank of England to enlarge the basis of credit, which 
will swell the banks’ cash holdings and set in motion in- 
flationary forces, though probably of a fairly mild character. 


Up-to-date Editions of _—__—— 


HARTLEY WITHERS 


famous works 


“A classic and a model of 


THE MEANING OF MONEY. 
the way to explain a complicated subject simply but without 
sacrifice of accuracy Numbers of people must be interested to 
have the developments of recent years interpreted to them.” 
The Financial Times. 6th Revised Edition 6s. net. 
ST au ‘KS AND SH ARES. “ Rightly established as a classic.” 
Economist Throughout the last quarter a century 
a. book has been amongst the best guides investment 
practice.”"—7he Sunday Times With a new Preface and an 
Additional Chapter. 3rd Edition. 12th Impression 6s. net. 
MONEY CHANGING, &th Impression 6s. net. 
WAR TIME FINANCIAL PROBLEMS. 2nd Impression. 6s. net. 
BUSINESS OF FINANCE. 4th Impression 6s. net. 
INTERNATIONAL FINANCE. 4th [mpression 6s. net. 
WAR AND LOMBARD STREET. Sth Impressio: 6s. net. 
POVERTY AND WASTE. 2nd Revised Edition 6s. net. 
OUR MONEY AND THE STATE. 3rd [mpressior 5s. net. 
LOMBARD STREET. A description of the Money Market 
By Watrer Bacenor, Edited by Hartley Withers. Mth Edition 
21st Impression. 6s. net. 
EE 
THE SYSTEM OF NATIONAL FINANCE. By Sir | 
Hitton Younc (Lorp Kennet) j savs: “We do 
not aliens to have seen before any hook which gives 
clear, so concise and so correct an account of the procedure 
by which the finances of the United Kingdom are managed.” 
jrd Revised Echtion 7s. Od. net. 


ems JOHN MURRAY 
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DEFENCE AND GILT-EDGED STOCKS 
As for the raising of the {350,000,000 by public loa, 


this is obviously a pretty tall order. Estimates of the anny 
national savings are admittedly tentative, but I doy 
whether there can be much margin of savings available fy 
this purpose ; it is certainly true that if the general body ¢ 
investors are to be attracted, as they ought to be, the term; 
will have to be reasonably generous. My own feeling j 
that such a formidable piece of financing should be tackled 
in instalments and that different types of securities shoul 
be offered at different times. When a start should be ma& 
seems to be a question on which some of the Treasury; 
critics hold strong views. Let a beginning be made noy 
they urge, so as to encourage the success of the later issug 
I cannot think this_is good advice, much as I admire th 
businesslike and bold spirit which prompts it. As I see it 
the market atmosphere is at present far from favourable fy 
any large-scale or even medium-sized Treasury operation, 
and it is hard to imagine that there will be any genuin 
change for the better during the politically dangerous month 
of August and September. If there should be war, well, th 
Government will have to get its money as best it can; jf 
political events move favourably, there is bound to be a big 


improvement in the stock markets in October. So why 
hurry? 
Looked at from this angle the Defence borrowing 


problem, large as it is, should not be interpreted too dis. 
mally in the gilt-edged market. There is no urgency about 
the Treasury’s requirements in the matter of public loans, 
and, as I have said, if we get through August and September 
without war (and without any cowardly peace) City sent- 
ment, for want of a better phrase, will change and we shal 
see better prices. In that sort of atmosphere I should ex- 
pect gilt-edged stocks to rally at least a few points from 
today’s levels so as to allow the issue of a 3} per cent. long- 
dated loan at a price, of, say, 96. I see no reason, therefore, 
why those whose position compels them not to venture 
outside the fixed-interest field should feel alarmed. As for 
the equity share outlook, it is obviously very promising 
indeed if politics give markets a sporting chance. British 
industry, taken as a whole, is doing well, and at last there 
are signs of a pick-up in trade in the United States, which, 
if it really gets under way, will help many of the leading 
commodity markets. I cannot imagine, however, that this 
latest spectacular rise on Wall Street is based entirely o 
trade influences even after making full allowance for tech- 
nical conditions which have made prices abnormally sensitive 
to moderate buying. It rather looks as if Wall Street has 
got a hunch that European politics are shaping more pro 
misingly. London has indulged hopes so often in recent 
months that it is understandably hesitant to follow Wall 
Street’s lead, but it is creeping up cautiously and is a 
anxious as ever to get the “ All clear.” 
+ * * 
STEWARTS & LLOYDS STANTON 
It is a long time since we had an industrial amalgamation 
on the scale of the proposed deal between ‘Stewarts and 
Lloyds and Stanton Ironworks. It takes the form of an 
offer by Stewarts and Lloyds to purchase all the stock of the 
Stanton Ironworks on the following terms: ‘ 
unit of 6 per cent. Stanton preference stock one {1 unit of 
Stewarts and Lloyds 6 per cent. preference will be issued. 
For each {1 unit of Stanton ordinary stock Stewaris and 
Lloyds offer one {£1 deferred unit, plus 12s. 6d., to be 
satisfied partly in Stewart and Lloyds 5 per cent. third pre- 
ference at 22s. per £1 unit and partly in cash. To me 
these terms look attractive from the Stanton Ironworks 
point of ciew. Stanton’s preference holders will get 3 
slightly improved cover—it is already excellent—and the 
ordinary stockholders come out very well indeed. Last 
year Stanton maintained its 10 per cent. dividend out of 
earnings of nearly 27 per cent., while Stewarts and 
Lloyds paid 12} per cent. out of earnings of 26 per cent. 
A Share-for-share exchange would thus have been 3 
possibility, instead of which it is supplemented by the addi- 
‘Continued on page 126) 
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Spectator Ltd., and send it to our Honorary Appea 
something to the institutions individually if you prefer. 





We ask for your help 


The charitable disposition of THE SPECTATOR’S reading public has become a by-word among voluntary 
institutions in this country. You have no doubt contributed to some 
previous occasions; they beg you to do so again, because t 
continue their generous work. May we suggest that you senc 
to THE SPECTATOR to divide equally among all charities represented in this issue? 


acknowledge your kind gift, and so will the institutions concerned. 
Is Secretary at 99 Gower Street, London, W.C.1, or send 


of those mentioned below on 
hey are in urgent need of further funds to 
i a cheque for as much as you can afford 
We shall gratefully 
Please make out your cheque to the 






























































e’ 




















17, Three Colts Lane, London, E.2. 


























DR. BARNARDO’S HOMES ’ 
o 
From Squalor to Sunshi ciao ce ies 
4 Crom oquaior tO OUNSNING Foe ere clothing, housing, educating 
EF} Thousands of poor and crippled children are Sipe ts an ovor-geecums peak 
=H} doomed to live in the darkness of London's lem for Dr. Barnardo's 
‘ ee Homes, and as the “ lean 
> slums. We try to brighten their lives and months of summer approach, 
strengthen their bodies by sending them for 7 con ap oe eee 
a fortnight's holiday to the seaside or the = a gite 
~ - owards e 25,00 meals 
country. Each guinsa you send will enable provided every day will be 
us to send one boy or girl. Can you refuse gratefully papeeser 
this kindness? It means so much. Please 10/- prt a Bhan Pony 
send what you can to: dinner and tea for a 
7 fortnight. 
Cliferd Carter, Secretary, No destitute child is ever 
SHAFTESBURY SOCIETY rag 
(RAGGED SCHOOL UNION 1844) 
e Cheques, etc. (crossed) pay- 
John Kirk House, 32 John Street, London, W.C.1 M able Dr. Barnardo's Homes, 
should be sent to 22, 
Barnardo House, Stepney 
Causeway, London, E.1. 
‘Well Saved /* In the back streets and slums of |” 
C/1 JGVEQ | 
ee ae ae East Central London 
Well saved indeed, from serious physical 
deterioration and misery. She is one of the h , 
121,378 little ones for whom the N.S.P.C.C. there are many parents who cannot possibly afford 
intervened last year. to pay for the holidays their children so sorely need. 
By advice and by persuasion the N.S.P.C.C. ° 
has helped not only the children but, for Will you please help to meet the cost? 
their sake, has established harmony in count- 
wr Aae-raeag As an “Annual Member ” For every 20/- we receive we can send a boy or 
» M/s. . 7 : ° e ° 
af wing 20 a year, your help would girl into the country or away to the seaside for 
a whole fortnight. 
Donations will be gratefully received and 
} sad L, m. J. Elliott, O B.E., acknowledged by Willam Wilkes, Secretary 
the Preventi ~ 
ms Vice FIELD LANE INSTITUTION . 
= i (Founded 1841) 
PRESIDENT: H.R.H. THE DUKE OF KENT Vine Street, Clerkenwell Road, London, E.C.1 
HEALTH AND HAPPINESS HOLIDAY DEJECTION IN 
‘ e y — - - - | co 
ARKEST EAST LONDON 
“IF only e could go to the Seaside,” sigh hundreds of poorest 
People and Children in the dreary slums of ‘‘ Darkest East 
London.’’ After severest Winter, intensified by Epidemics and 
Illnesses, the numbers of very poor distressed Souls, worn-out 
Mothers, ailing Childrer Tiny Tots’’ and aged hg nee 4 
too plainly show their need of a Vital Change and Fresh Air 
are appalling! 
The Salmon Lane Mission plead for your generous-hearted support to ‘* open 
the Gates of Health'’ and enable as many as possible to spend a happy 
time at its own ° Sunshine’ Holiday Home and ‘* Haven of Rest and 
eee ; se Recuperation "’ at Clacton-on-Sea. — 
Will you please provide a Holiday for a delicate East London x on Bateg - * Pl 5 re , 0 4 Bg - aan Pee sein 
child? We have 1,200 children still waiting for their day in the Ilford, Esse THANK YOU !/! 
country, We plead for a sick man, who needs a change. ~ ~ 
A CHILD £1. A MAN OR WOMAN £2 10s. SALMON LANE MISSION 
Gifts thankfully acknowledged by Secretary, CONDER STREET, LIMEHOUSE, LONDON, E.14. 
KI Nearly Half-a-Century’s Record of Voluntary Accredited Work and Persevering 
NG EDWARD INSTITUTION * Labours of Love’ in ‘* Darkest East London."’ 
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COMPANY MEETINGS a . 
FINANCE AND INVESTMENT 
PHILIP HILL AND PARTNERS (Continued from page 124) 
INCREASED INCOME tional 12s. 6d. Phis is a recognition, of course, of Stap. 





THE seventh ordinary general meeting of Philip Hill and Partners, 
Limited, was held on July 18th at The Mav Fair Hotel, 
London, W 
Mr. Philip E. Hill (Chairman and Managing Director) said 
that their profit for the 15 months under review amounted to 
£,638,357, compared with £498,456 for the previous year If for 
comparison they reduced their present figure by one-fifth to cover 
the extra three months, they found that their annual income had 
increased by some {12 Following their conservative dividend 
policy, they recommended a final dividend of 6} per cent., making 
31} per cent., less tax, for the 1§ months, which was at the rate 
of 2§ per cent. per annum Actually their revenue for the periox 
was $ equi valent to §4 per cent. on their ordinary share capital 
he quotations for their investments had followed the general 
trend, the market value at June ioth being £269,826 less than the 
book value. While directors believed that the setback was 
purely temporary, they had deemed it prudent to create «1 
nvestment depreciation ° yunt, totalling £355,434, the 





deduction of which book value of the investment 
to some {85,000 bek irket alue at ne 30th The 
general reserve stood at {1 >,000, and the dividend cqualisation 


account at { 200,000, those two items exceeding the issued ordinary 
capital 

The earninz capacity of their holdings had increased, revenue 
from that source for the period totalling £363,215, being over 
half their total revenue. He estimated that they should receive 
from that source in the current year sufficient, after paving ail 
expenses and the preference dividend, to allow the payment of 
a satisfactory dividend on the ordinary shares. As to the new 
issue side of the business, the fact that they had raised over 
£20,000,000 during a period of such extreme difficulty called for 
no comment 

As to their prospects for the present year, he had already 
referred to the income which they should receive from their 
investments That could be estimated; the unknown quantity 
was the revenue they would derive from their financial and new 
issue business. The political situation, together with Government 
borrowing, the proximity of a General Election, and a controlled 
money machine, did not afford a background for optimism, but 
on the other hand increased industrial prosperity, cou pled with 
a much larger interest by the public in the country’s wealth, 
undoubtedly afforded great possibilities for suitable industrial 
and general business issues 


The report was unanimously adopted 


UNITED DOMINIONS TRUST 


ANOTHER RECORD YEAR 


THE seventeenth annual general meeting of the United Dominions 


Trust, Ltd., was held on July roth in London 
Mr. J. Gibson Jarvie (the Chairman) said that it gave the board 
satisfaction to submit accounts establishing a new record for a year 


which could only be described as the most difficult in their history 





The consolidated balance sheet showed that the volume of trade 
financed by the group was substantially greater than last year. 
Ithough they had deliberately restricted certain types of business 







had declined in volume because 
n particular industries, a large 
materially increased their turnover. 


accoUu 





and while some individual 
of a temporary falling off 
accretion of new accounts 





It was therefore a fair inference that under normal conditions 
they should be justified in expecting a considerable expansion. 
The improvement in the company’s position was all the more 
satisfactory when it was realised that because of the general un- 
certainty even more care than usual had been exercised in con- 
sidering transactions submitted to them They saw little likeli- 
hood of loans due to them or bills discounted going into default 


because of any fall in value of the relative goods. Transactions 
were spread over many different industries; they covered the whole 
of the United Kingdom, and now their activities also extended to 
South Africa and the Rhodesias 

The business on their books was as clean as at any time in their 
history, perhaps cleaner. Tramsactions were being liquidated well 
up to their usual standard and so far as they could see there was 
mo reason to fear any change in that respect. 

With regard to —_ financial arrangements, there also their posi- 
tion had been greatly strengthened and improved. During the 
year their deposits had been reduced to some extent in common 
with those of other banking companies, but no difficulty had been 
experienced in procuring all the finance necessary to satisfy the 
needs of their increasing business. They could satisfy a very much 
greater demand for financial facilities from the many trades to 
which they offered their highly specialised banking services 

While the international situation precluded all hope of 
a reliable forecast, their policy was to see as far ahead as might 
be possible and shape their course accordingly. Trade on the whole 


unhappy 


was not only growing but was in an essentially healthy condition 
He could see no reason why progress should not be maintained 
for a long time 


The report was ad 


ywpwted 


| 
| 








ton’s wonderful record of stable dividends throughout de 
pression and doubtless part of the inducement necessary ; 
bring them into a merger scheme. 

From the technical angle, the point to keep in mind j 
that these two efficient and progressive companies are party 
complementary and partly competitive. Stewarts ang 
Lloyds dominates the steel tube-making trade and Stanto 
is the most important member of the cast-iron pipe industry 
In addition, Stanton is the leading member of the Found 
Pig Iron Producers’ Association, which has taken an inde. 
pendent stand on policy and is not affiliated to the British 
Iron and Steel Federation. Latterly, competition has beep 
growing between the steel tube and the cast-iron pipe ip. 
dustry, and this presumably will now be checked. I in Nagine 
that there will be advantages, too, in the export field, wher 
both companies are well entrenched in spite of keen com. 
petition 


PHILIP HILL PROSPEC 


lhe latest accounts of Philip Hill and Partners, covering 
the fifteen months ended June 30th, amply confirm th 
hopeful views I have expressed in recent notes. Net profits 
at £643,530, mark a slight advance on the earnings rate for 
the year ended March 31st, 1938, when the comparabk 
figure was {§02.456. The dividend of 31} per cent. actual 
is equivalent to the previous annual rate of 25 per cent., and 
is covered by available earnings of over 50 per cent. This 
is a commendable achievement in a period in which the 
financial and new issue sections of the business have en- 
countered unusually difficult conditions and underlines the 
fact that a very large proportion of revenue represents 
income from investments. This point and a number of 
other facts about the balance-shect position were stressed 
by Mr. Philip Hill at the annual meeting. Over one-half of 
the total profit, he disclosed, was derived from income from 
investments, and he estimated that this income alone should 
be sufficient, in the current financial year, to cover the pre- 
ference dividend and a satisfactory dividend on the ordinary 
capital. 


rs 


On the assets side the position is satisfactory enough, 
always keeping in mind, of course, that this company’s port- 
folio consists very largely of investments in what may be 
called the Philip Hill group (Beechams Pills, Covent Garden 

| Properties, &c.). At June 30th the book value of £3,515.377 
was {269,826 in excess of market value, but this modest 
depreciation was covered, with £85,000 to spare, by the 
investment depreciation reserve of £355,434. In addition, 
general reserve stands at £1,000,000 and dividend equalisa- 
tion account at {£200,000, against a total issued ordinary 
capital of {£1,062,500. At the meeting Mr. Hill left no 

| room for doubt that the investment income prospect is quite 
bright, and I should also feel hopeful about the financial 
and new issue sections in anything like a reasonable market 
atmosphere. Why, then, are the § per cent. {1 cumulative 
preference shares quoted as low as 15s. 6d. to yield over 
6} per cent., and why do the ordinary §s. shares at 12s. 6d. 
yield 11 per cent.? The answer is, I suppose, because the 
company’s investments are so largely centred in one group 
and the investor dislikes group financing. I still think, how- 
ever, that current quotations make generous allowances for 
the risks. 

+ * * oe 


BEECHAMS PILLS ACQUISITION 


As a send-off to its new financial year Philip Hill and 
| Partners is to put through a deal between Beechams Pills, 
one of the big companies in the group, and the County 
Perfumery Co., owners of the “ Brylcreem” business. 
Beechams Pills has bought the Brylcreem undertaking for 
something in the neighbourhood of £580,000, and to finance 
the purchase Beecham Maclean Holdings, a subsidiary of 
Beechams Pills, is to issue 600,000 {1 54 per cent. cumv- 
lative redeemable preference shares at par. These new 

(Continued on page 128) 
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FINANCE AND INVESTMENT 


(Continued from page 126) 
preferences, which will be offered only to shareholders in 
the group, will rank behind the existing § per cent. pre 
ferences, but will also enjoy the Beechams Pills guarantee. 
The cover will be good, since the profits of Beecham Mac- 
lean Holdings alone were {272,000 last year, and another 


£61,000 is expected from the Brylcreem investment. Taking 
the two together, the total available is £333,000, which 


covers the dividends on both classes of preference capital 
over three times. If you add ia the profits of the guarantor, 
the cover figure is raised to eight times. The new §} per 
cent. preferences are redeemable at 21s. 6d. by an annual 
sinking fund to complete repayment by 1961. 


* * * * 
UNITED DOMINIONS TRUST PROGRESS 
There is inspiration as well as information in Mr. J. 
Gibson Jarvie’s address to shareholders of the United 


Dominions Trust. Mr. Jarvie is one of those dynamic 
City men who refuses to be cowed into inactivity by busi- 
ness depressions or international politics and the results 
of his forcefulness are demonstrated very clearly in the 
bank’s figures. Year by year fresh records of turnover 
have been established and the latest accounts have continued 
the trend. He explained at this week’s meeting that the 
business on the bank’s books is as clean as at any time in 
the bank’s history and that transactions are being liquidated 
well up to standard. Nor apparently is there any need to 
visualise the end of the company’s expansion, for in any 
conditions short of catastrophe there is scope for further 
growth both at home and abroad. Referring to overseas 
development, Mr. Jarvie spoke confidently of the prospects 
of the new subsidiary in Southern Rhodesia which began 
operations on July 3rd, but emphasised that the board’s 
policy in this field was to proceed cautiously. 

This banker is not among those who feel that in the 
event of an assured peace disarmament wovu!d cause wide- 
spread unemployment and distress. In his view the diffi- 
culty would be not to find employment but to control the 
boom. “Remove the fear of war and there would be 
such trade and trading opportunities as we have never seen 
before.” I fully agree with this hopeful forecast, at icast 
in the absolute sense that the total volume of trade and 
employment would be greatly enlarged. But there would 
be a formidable problem of readjustment during the period 
in which mankind was turning over from the pursuits of 
the “ white war” te the pursuits of peace 

> > » » 


Venturers’ Corner 

It is good to see a little stirring of interest at last in the 
coal-share market where, as I have been arguing in recent 
weeks, quotations are unduly depressed. Pease and Partners 
ros. ordinaries, I see, are up from 10s. 9d. to 12s., but they 
still look a good speculative purchase. For the year ended 
March 31st this company, which has a well-balanced coal 
and iron business, paid a dividend of 12} per cent. out 
of earnings of 29 per cent. Even at the present price, there- 
fore, the yield is over 10 per cent. on dividend and nearly 
25 per cent. on earnings, which is surely good enough on a 
share with distinctly promising prospects. Profits are 
obviously dependent in the main on the level of activity in 
the heavy industries, and if one thing seems certain, it is 
that the heavy industries are going to be very busy for a 
long time ahead. 

I also like the look of Old Silkstone first and second pre- 
ferences in the light of the latest earnings figures. As I 
predicted, these fell a little short of those of the preceding 
year when coke prices were abnormally high, but the com- 
pany has more than fulfilled my estimates in paying the 
game rate of dividends. Thus, the first preferences get 
their cumulative 6 per cent., the second preferences get their 
§ per cent., plus an extra 4 per cent. by virtue of their par- 
ticipating rights, and the §s. ordinaries again receive 4 per 
cent. At 11s. the {1 first preference yield about 11} per 
cent., while the second preferences, at 10s., offer the spec- 
tacular return of 18 per cent. This year’s earnings prospects 
are good and, in my view, good enough to justify a specu- 
lative purchase, both for yield and capital appreciation. 
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